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BACKGROUND 


BASIS  OF  THIS  REPORT 

On  May  9,  1966,  we  completed  our  first  report  to  you,  setting  forth 
(a)  the  Project  Stages;  (b)  the  Source  of  Potential  Income,  Investment 
and  Areas  of  Principal  Expenditure;  (c)  the  Criteria  for  the  Evaluation 
of  Financial  Mechanisms;  (d)  Suggested  Financial  Mechanisms;  and  (e)  the 
Suggestions  Concerning  the  Post-Fair  Period.   This  report  takes  up  changes 
in  our  views,  due  to  new  information,  and  therefore,  must  be  read  in  con- 
junction with  our  original  document,  which  is  included  in  the  Appendix. 

NEW  DATA 

During  the  period  since  May  9,  we  have  received  and  reviewed  several  sets 
of  revised  estimates  of  costs  and  receipts.   Also,  Mr.  Robert  Oppenheimer 
met  with  a  number  of  the  key  operating  officers  of  Expo  '67,  who  gave 
generously  of  both  their  personal  time  and  their  expertise.   In  addition, 
they  provided  us  with  several  documents  which  are  most  helpful  to  the 
1975  World  Freedom  Fair. 

As  matters  now  stand,  we  must  obtain  financing  in  a  total  amount  of 
$553,800,000  (approximately)  to  undertake  the  project  presently  contem- 
plated.  A  summary  breakdown  of  this  figure  (based  on  your  data  of 
January  4,  1967)  is  as  follows: 

Capital  Expenditures  $293,500,000 

Corporate*  Operating  Expenses  110,300,000 

Exhibitors'  Operating  and  General  Expenses   150.000,000 

$553,800,000 

You  will  note  that  while  the  foregoing  total  agrees  with  that  given  to 
us,  we  have  changed  the  distribution.   However,  we  have  also  changed  the 
total  amount  to  be  raised  to  $800,000,000,  as  will  be  seen  below.   The 
reasons  for  such  changes  will  be  discussed  below  also. 

UNITED  STATES  GOVERNMENT 

All  parties  to  this  project  recognize  that  Boston's  continued  interest  in 
this  Fair  rests  on  its  success  in  obtaining  the  official  backing  of  the 
United  States  Government,  designating  Boston's  Fair  as  an  official  part 
of  our  bicentennial  celebration.   Further,  the  U.S.  Government  must  join 
the  B.I.E.  and  obtain  its  permission  to  hold  a  Class  I  Fair  in  Boston 
during  a  six  month  period  (probably  April  through  October)  of  1975. 

Although  a  committee  to  consider  appropriate  means  to  celebrate  the  bicen- 
tennial has  been  authorized  by  the  Congress,  the  members  have  just  been 
appointed  by  the  President,  and  we  understand  that  the  Committee  has  not 
yet  taken  any  action.   Uncertainty,  therefore,  continues  in  this  key  area 
of  planning. 

*1975  World  Freedom  Fair,  Inc. 

Arthur  Zn.llittlfjnr. 


PLANS  AND  FIGURES 

A  great  deal  of  the  planning  and,  in  particular,  the  estimates  concerning 
capital  expenditures  for  private  construction  and  corporate  expenditures, 
have  used  Expo  '67  as  a  measure.   For  this  reason,  we  believe  that  a  clear 
understanding  of  the  "difference"  between  a  Boston  Fair  in  1975  (as  pres- 
ently contemplated)  and  Expo  '67  must  be  drawn. 

Key  Areas  of  Difference 

1.  Government  versus  Private  Effort.        Expo  '67  is  an  all-government 
undertaking.   The  Federal  Government  of  Canada  together  with  the 
Province  of  Quebec  and  the  City  of  Montreal  has  planned,  underwritten, 
and  produced  this  Fair.   Private  enterprise,  other  than  the  usual  ex- 
pected support  of  ticket  sales,  etc.,  has  no  direct  stake  in  the 
Fair's  outcome. 

In  Boston's  case,  on  the  other  hand,  the  private  sector  of  the  City 
of  Boston,  plus,  to  a  much  lesser  degree,  private  enterprise  in  other 
areas  of  New  England,  are  expected  to  take  the  leadership  and,  to  a 
substantial  extent,  the  financial  responsibility  for  the  contemplated 
bicentennial  fair. 

As  a  result  of  complete  government  sponsorship,  etc..  Expo  '67  can 
and  does  control,  through  governmental  action,  problem  areas  such  as 
labor,  housing,  transportation,  finance,  as  well  as  guarantees  to 
exhibitors,  employees,  investors,  etc.   A  private  effort,  with  limited 
governmental  participation  will  have  very  difficult  burdens  to  over- 
come. 

2.  Budget  Financing.      Expo's  budget,  according  to  the  Wall  Street  Journal, 
provides  for  an  "expected"  loss  of  $120,000,000.   Reliable  sources 
have  told  us  that  the  actual  loss  may  be  substantially  in  excess  of 
this  figure.   The  loss  will  be  assumed  by  the  three  governments  on  an 
agreed  ratio.   By  coincidence,  bonds  guaranteed  by  the  Canadian  and 
Quebec  governments  on  November  30,  1966,  totaled  $120,000,000,  which 
could  be  the  basis  of  the  Wall  Street  Journal's  estimate. 

The  hope  of  providing  for  a  deficit  amounting  to  even  a  fraction  of 
this  figure  through  the  private  sector  is,  in  our  opinion,  illusory. 

2.      Bookkeeping.        A  profit  or  loss  in  the  capital  investment  sector  is, 
to  a  large  extent,  dependent  upon  the  bookkeeper.   Site  and  land 
preparation,  transportation,  etc.,  can  be  treated  either  as  invest- 
ments having  long-term  value,  independent  of  the  Fair  value,  or  as 
part  of  the  Fair's  costs.   Certain  buildings  also  can  be  treated  in 
this  manner.   Prosperity  resulting  from  Fair  expenditures  and  the 
visitors  to  the  Fair  may  increase  short-  and  long-term  income  to 
both  the  private  and  public  sectors.   Such  calculations  obviously 
are  important  and  play  a  large  role  in  decision-making.   In  the 
long-term,  a  favorable  balance  may  well  be  struck  in  the  Canadian 
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effort.   This  could  happen  with  equal  likelihood  in  Boston.   But  no 
private  underwriter  could  make  use  of  this  possible  reality — either 
for  underwriting  or  fund-raising  purposes.   Only  government,  through 
its  taxing  and  legal  avenues,  can  harness  this  kind  of  power. 

Other  Costs  and  Inflation.        Assuming  the  overall  expenditures  of 
Expo  '67  approach  $500,000,000,  it  seems  reasonable  that  to  duplicate 
such  a  Fair  in  Boston  in  1967  would  cost  from  10  to  20  percent  more. 
In  1975,  the  cost  could  increase  from  $600,000,000  to  an  estimated 
$800,000,000.   A  real  danger  exists  in  speaking  of  "duplicating"  the 
Montreal  site  or  Fair.   The  Boston  Fair  will  not  be  the  same — the 
country,  the  motivations,  and  just  about  everything  else  are  different. 

The  receipts  for  Expo  '67  will  determine,  of  course,  the  margin  of 
its  deficit.  Until  its  result  is  confirmed,  any  planning  based  on 
their  predictions  can  be  speculation  only. 
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BASIC  PROBLEMS  INHERENT  IN  A  WORLD  FAIR  UNDERTAKING 


Normal  Cost  Prediction.   Cost  estimates  are  inaccurate.   A  large  margin 
for  error  must  be  expected  and  financing  must  be  available  to  cover  it. 

Labor  and  Inflation.   Labor  availability  and  inflation  are  only  margin- 
ally predictable,  at  best.   Planning  over  a  seven-year  period  presents 
very  difficult  problems. 

Revenue .   A  large  part  of  the  governmental  and  non-governmental  investment 
is  based  on  revenue  financing,  which  depends  on  ticket  sales,  lease  con- 
cessions, licenses,  etc.   Again  experience  shows  results  which  swing 
widely  from  the  estimates. 

Non-Performance .   Non-performance  (contractual  or  otherwise)  by  either 
important  government  or  private  segments  to  the  financing,  development 
or  operation  can  impair  or  destroy  the  Fair  and  the  investment  of  the 
other  parties. 

Governmental  Interference.   There  always  exists  the  possibility  of  can- 
cellation— on  a  national,  state,  or  even  local  scale — due  to  a  national 
emergency  or  other  like  reasons.   A  huge  loss  of  investment  by  all  parties, 
international  and  national,  government  and  private,  would  result. 

Settlement  of  Disputes.   A  method  for  the  settlement  of  disputes,  which 
is  agreeable  to  all  parties  and  which  also  is  enforceable,  must  be  pro- 
vided. 

Competition  for  Inadequate  Resources.  A  major  problem  in  a  full  economy 
is  the  possibility  of  shortages  of  labor,  housing,  management,  materials, 
transportation,  etc.,  particularly  during  the  Fair's  operation. 
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THE  BOSTON  1975  BICENTENNIAL  WORLD'S  FAIR 

In  order  to  provide  a  financing  proposal,  having  reasonable  meaning,  yet 
being  sufficiently  general  to  meet  all  of  the  contingencies  set  forth 
above,  it  is  necessary  both  to  make  arbitrary  assumptions  and  to  outline 
parameters  upon  which  the  proposal  is  based.   Where  operating  data  from 
the  experience  of  others  is  meaningful,  it  has  been  used  to  guide  our 
thinking. 

INVESTMENT  MAGNITUDE 

Total  investment  from  all  sectors  before  any  revenue  is  applied  is 
$800,000,000.   This  amount  will  be  divided  on  the  following  basis: - 

Category  A    Public  Capital  Investment 

A.l   Site,  roadways,  bridges,  transit 

systems,  and  sewage  plant         $150,000,000 

A. 2  Merry  Universe  and  general  exhi- 
bition and  service  buildings, 
including  New  England,  Massachu- 
setts, and/or  Boston  pavilions      100,000,000   ($50,000,000)* 

A. 3  Exhibitors'  buildings,  pavilions, 

etc.,  excluding  above  pavilions     150,000,000 


$400,000,000  ($450,000,000) 


Category  B  Exhibitors'  and  Concessions' 
General  and  Operating  Costs, 
excluding  buildings  225,000,000 

Category  C   Administration,  Operation, 

Boston's  Merry  Universe,  etc.       175,000.000 


$800,000,000   $850,000,000 


OWNERSHIP  AND  SOURCES  OF  PAYMENT 


Category  A.l  All  payments  for  preparation  and  construction  of  these 
projects  would  be  carried  out  through  the  Boston  Re- 
development Authority,  the  Massachusetts  Bay  Transit 
Authority,  or  other  appropriate  public  authorities, 
institutions,  or  corporations. 

Category  A. 2  All  payments  for  construction  and  ownership  thereof 

would  be  carried  out  through  a  newly  created  authority, 
World  Freedom  Fair  Public  Authority  (WFFPA) .   In  addi- 
tion, the  site,  upon  completion  of  the  Fair,  would  be 
turned  over  to  the  WFFPA. 

A. 3  All  ownership  of  construction  (duration  of  Fair  only) 

and  the  payment  thereof  would  come  from  the  exhibitors. 

*$50,000,000  Special  Contingency  Fund,  see  page  6 
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Category   B   All  costs  of  exhibitors'  operations  will  be  borne  by 

them,  including  amortization  of  general  service  facil- 
ities. 

Category   C   All  financing  costs  for  this  category  will  be  borne  by 
the  1975  World  Freedom  Fair,  Inc.  (WFF) . 

METHOD  OF  FINANCING 

Categories  A.l,  A. 2,  and  C  require  total  funds  of  $425,000,000.   The  balance 
of  funds  would  be  provided  by  the  exhibitors.   In  addition,  approximately 
$50,000,000  of  funds  will  be  required  for  a  "special  exhibitors  purchase 
agreement."   Offsetting  a  portion  of  the  $475,000,000  cash  requirement 
would  be  an  estimated  $200,000,000  in  receipts  from  all  Fair  activities. 

Category  A.l  ($150,000,000) 

Approximately  50%  of  this  activity  would  be  funded  by  the  BRA,  utilizing 
maximum  U.S.  Government  assistance  from  Urban  Redevelopment  and  Poverty 
Programs  and  other  related  sources.   The  BRA's  own  securities  would  be 
issued  for  the  balance.   Construction  would  begin  as  soon  as  possible — a 
staged  program  to  conserve  funds  would  be  integrated  with  other  Fair  con- 
struction activities. 

The  MBTA  would  be  expected  to  construct  and  finance  the  new  transit  and 
road  facilities,  requiring  the  other  $75,000,000.   If  special  legislation 
is  required  to  broaden  its  powers  to  build  and/or  operate  roads,  it  should 
be  enacted.   Application  for  Federal  funds  (the  new  transportation  and 
related  Acts)  should  be  made.   The  balance  of  funds  required  would  be 
raised  by  a  bond  issue  guaranteed  (a)  by  any  revenues  derived  directly 
from  the  new  facility;  (b)  by  a  special  tax  levy  by  the  City,  (the  amount 
to  be  agreed  upon  in  advance)  on  the  permanent  real  estate  of  the  newly 
developed  area;  and  (c)  by  the  general  funds  of  the  Authority. 

Category  A. 2  ($100,000,000)  plus  $50,000,000  Special  Contingency  Fund 

The  ownership  and  constructionof  these  buildings,  plus  the  Special  Contin- 
gency Fund,  would  be  raised  through  bonds  issued  by  the  World  Freedom  Fair 
Public  Authority.   WFFPA,  created  by  special  State  legislation,  would  have 
the  power,  in  addition  to  the  requirements  of  this  category,  to  contract 
with  any  exhibitor  who  constructs  a  permanent  building  (designed  for  long- 
term  usefulness  to  either  the  public  or  the  private  sector  and  acceptable 
to  the  WFFPA' s  overall  plan  for  the  area's  development  both  during  the 
Fair  and  after)  to  repurchase  the  building  at  the  Fair's  end  at  a  price 
not  to  exceed  50%,  exclusive  of  land  costs  and  special  installation  re- 
quired only  during  the  exhibitor's  occupancy. 

These  bonds  would  be  issued  with  the  full  guarantee  of  the  State  of  Massa- 
chusetts. While  payment  of  these  bonds  would  be  made  from  the  general  tax 
receipts  of  the  State,  funds  also  would  be  available  for  the  retirement 
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of  the  bonds,  from  the  following  sources: 

(a)  The  State,  City,  or  other  government  subdivision,  in  that  order, 
shall  have  the  right  upon  payment  of  not  less  that  50%  of  the  cost 
price,  including  a  fair  value  for  the  cost  of  the  improved  land  in- 
volved, to  purchase  from  the  WFFPA  any  property  desired.   Such  funds 
shall  be  used  toward  the  retirement  of  the  WFFPA' s  bonds.   Notice  of 
intent  to  purchase  shall  be  made,  if  possible,  at  the  time  of  con- 
struction, otherwise  it  shall  be  on  a  first  come-first  serve  basis, 
and  in  conjunction  with  the  1975  World  Freedom  Fair,  Inc.,  as  a  par- 
ticipant . 

(b)  1975  World  Freedom  Fair,  Inc.,  would  have  the  option  to:'  (1)  pur- 
chase any  property  not  contracted  for  by  the  parties  in  (a)  above;  and 

(2)  take  over  all  remaining  properties  of  the  WFFPA,  in  the  event  that 
all  property  has  not  been  sold  and  after  the  special  guarantee  fund 
has  been  exhausted,  for  the  period  of  one  year,  for  the  payment  of  an 
amount  sufficient  to  retire  the  remaining  outstanding  bonds  of  the 
WFFPA,   The  land  properties  underlying  the  buildings  shall  be  deemed 
to  have  passed  to  the  corporation  as  well. 

(c)  The  private  sector  would  create  a  guarantee  trust  fund  ($15,000,000, 
through  gifts)  to  repurchase  any  bonds  outstanding  against  properties 
acquired  by  the  WFFPA  under  the  "purchase  contract  agreement,"  and 
against  the  properties  in  general. 

Category  C  ($175.000.000) 

Capital  for  this  corporation  (WFF)  shall  be  raised  by  the  private  sector. 
Receipts  will  reduce  the  cash  flow  requirements  considerably,  particularly 
during  the  Fair's  operation.   It  is  estimated  that  the  peak  cash  flow  defi- 
cit for  this  category  will  be  in  the  neighborhood  of  $50,000,000. 

Expo  '67  incurred,   through  December  31,  1966,  about  $26,000,000  of  admini- 
stration expense.   Operations  accounted  for  an  additional  $7,000,000.   It 
is  most  difficult,  since  their  plan  divides  things  somewhat  differently,  to 
determine  the  cash  flow  corresponding  to  our  division  of  activity.   However, 
a  fair  preliminary  appraisal  for  administration  only  (charging  all  engineering, 
etc.,  to  the  capital  accounts  involved)  would  be  $2,000,000  for  the  period 
1967  through  1971;  $3,000,000  for  the  next  two-year  period;  totaling 
$5,000,000. 

During  the  year  of  1974  and  the  spring  of  1975,  expenses  will  increase  to 
a  rate  of  about  $5,000,000  per  month  (which  includes  public  relations 
activities).   Receipts  will  begin  to  come  in  during  this  period.   The  cash 
flow  deficit  will  increase  to  about  $25,000,000.   Assuming  a  working  capi- 
tal need  of  $25,000,000,  total  cash  requirements  should  not  exceed  $50,000,000. 

Sufficient  capital  stock  must  be  sold  to  the  private  sector  to  cover  all 
expenditures  to  the  year  1974.   This  requires  $5,000,000.   Additional  capi- 
tal of  $5,000,000  should  be  required  to  cover  possible  losses.   Therefore, 
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at  this  time,  we  suggest  that  WFF  provide  for  an  authorized  capital  of 
$10,000,000. 

Of  this  capital,  $500,000  should  be  issued  and  paid  for  at  this  time.   Firms 
or  individuals  subscribing  would  agree  to  pay  an  additional  $2,000,000  at 
the  time  that:  (a)  Boston  receives  the  official  U.S.  designation;  (b)  the 
U.S.  joins  B.I.E.,  and  Boston  receives  provisional  approval;  and  (c)  the 
U.S.  bid  includes  guarantee  to  all  parties  holding  them  against  loss  if 
the  Fair  is  not  held. 

An  additional  $2,500,000  would  be  subscribed  during  the  years  1968  through 
1970,  provided;  (a)  Boston  has  received  official  B.I.E.  approval;  (b)  the 
legislation  and  the  financing  required  for  the  other  categories  has  been 
substantially  approved;  and  (c)  the  other  contemplated  agreements  have  been 
made. 

The  final  $5,000,000  will  be  subscribed  in  1971  and  1972. 

The  financing  of  the  remaining  $40,000,000  of  the  cash  requirement  would 
be  with  banks  and  insurance  companies  on  a  short-term  basis  giving  them 
20%  of  the  Fair's  gross  receipts  from  May  of  1975  until  the  Fair's  close, 
with  the  balance  to  be  paid  by  January  1,  1976. 

This  corporation  (WFF)  can  borrow  for  any  other  purposes  as  well,  including 
purchase  commitments  for  property,  contracts  to  purchase,  etc.   However, 
receipts  will  be  excluded  from  lien  and  banks  lending  working  capital  will 
have  senior  lien  on  all  properties  of  the  corporation  except  those  proper- 
ties where  a  first  mortgage  lien  has  been  placed  at  the  time  of  purchase 
or  intent  to  purchase  was  consummated. 

It  should  be  pointed  out  here  that  Expo  '67  was  capitalized  at  $40,000,000 
at  its  inception. 
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CONCLUSIONS 


I.   The  continuation  of  Boston's  efforts  in  the  direction  of  a  1975  bicen- 
tennial fair  is  warranted  only  if  it  is  prepared  to  finance  more  ade- 
quately its  initial  efforts.   An  additional  private  commitment  of 
$500,000  is  required  at  this  time,  together  with  substantial  funds 
from  the  public  sector. 

II.   Without  full  and  unqualified  governmental  support.  Federal,  State, 
and  local,  this  kind  of  fair  has  little  likelihood  of  becoming  a 
reality. 

Lll.   As  an  economic  effort,  a  substantial  short-term  loss  will  be  suffered, 
probably  in  the  area  of  $200,000,000  to  $250,000,000,  on  a  cash  account 
basis.   This  loss  can  be  reduced  by  perhaps  $75,000,000  if  construction 
waste  can  be  reduced  by  greater  long-term  usefulness  of  the  new  buildings, 
Most  of  this  cash  loss  must  be  placed  in  the  public  sector,  for  only 
there  can  the  loss  be  financed.   Such  a  loss  might  well  be  recovered 
by  additional  tax  revenues  generated  through  direct  and  indirect  in- 
creases in  the  area's  economy,  together  with  reduced  expenditures  from 
full  employment  and  the  utilization  of  the  properties  kept  by  the 
governmental  bodies. 

IV.   Unless  the  general  conditions  of  I,  II,  and  III  have  been  met  or  appear 
to  be  possible  within  the  next  twelve  months,  we  believe  that  the  pro- 
ject should  be  abandoned. 
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RECOMMENDATIONS 


I.   This  report  is  a  policy  paper  only.   Additional  research,  financial 
analysis,  and  a  prospectus  need  to  be  prepared.   We  suggest  that  this 
be  done  as  soon  as  possible. 

II.   A  Proposed  Time  Sequence  for  Financing  the  1975  World  Freedom  Fair  is 
presented  in  Table  1  on  the  following  page.   This  time  sequence  should 
only  be  taken  as  a  rough  guide  to  the  necessary  steps,  their  sequence 
and  completion.   It  should,  however,  be  recognized  that  certain  steps 
have  a  pressing  priority  if  the  Fair  is  to  become  anything  of  a  reali- 
ty, while  others  can  only  be  accomplished  if  certain  of  the  conditions 
detailed  are  first  met. 

[II.   A  detailed  study  preparing  the  specific  legislation  and  other  govern- 
mental agreements  should  be  conducted. 

IV.  We  recommend  that  the  committee  make  every  effort  to  implement  immedi- 
ately the  funds  required  in  Conclusion  I  and  to  make  clear  to  its  mem- 
bership the  substance  of  Conclusions  II  and  III. 
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May  9,  1966 


Mr.  James  I.  F.  Matthew 

1975  World  Freedom  Fiar  of  Boston,  Inc. 

10  High  Street 

Boston,  Massachusetts 

Dear  Mr.  Matthew:  68204 

On  April  20  Mr.  Martin  Adler  met  with  Mr.  Harry  Foden  and  myself  to 
discuss  some  of  the  ideas  being  developed  here  at  ADL  in  connection 
with  financing  the  1975  World  Freedom  Fair  of  Boston. 

Although  it  was  understood  at  that  time  that  none  of  these  suggestions 
may  appear  in  our  final  recommendations  since  most  of  the  exploratory 
work  and  testing  still  remains,  we  agreed  to  submit  a  written  summary 
of  our  present  thinking. 

BACKGROUND 


The  study  completed  by  ADL  in  August  1965  indicates  that  your  efforts 
toward  bringing  the  Bicentennial  Celebration  to  Boston  should  be 
continued.   It  is  our  understanding  that  Philadelphia  has  been  Boston's 
chief  competitor,  but  that  Philadelphia  has  since  withdrawn. 

You  are  now  requesting  that  ADL  suggest  the  most  appropriate  type  of 
financial  mechanism  for  this  Fair  which  would:   (1)  provide  adequate 
funds  (at  the  lowest  possible  cost)  to  plan,  develop  and  execute  the 
program;  (2)  allow  for  the  permanent  use  of  the  real  and  personal 
properties;  and  (3)  ultimately  return  certain  properties  to  the  private 
sector. 

In  attempting  to  provide  a  proper  mechanism,  we  must  take  into  considera- 
tion the  requirements  of  the  International  Bureau  of  Exhibitions  (B.I.E.). 
It  is  entirely  possible  that  it  will  be  necessary  to  obtain  some  modi- 
fications of  its  definitions  if  after  study  neither  the  "A"  nor  "B" 
classifications  prove  to  be  the  most  feasible.   In  the  event  that  you 
cannot  obtain  a  modification,  if  required,  then  we  would  attempt  to 
alter  the  mechanism  accordingly. 
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PROJECT  STAGES 


For  the  purpose  of  financial  analysis,  we  have  separated  the  project 
into  the  following  four  stages: 

I.    the  entire  period  prior  to  the  opening  of  the  Fair; 

II.    the  period  during  which  the  Fair  is  in  operation; 

III.    the  period  after  the  close  of  the  Fair  until  such  time  as  the 
permanent  assets  have  been  developed  for  long-term  use; 

IV.    the  period  during  which  the  assets  are  disposed  and  the  private 
corporation  is  dissolved.   (The  cash  and  stock  assets  owned  at 
this  time  should  be  distributed  directly  to  its  stockholders.) 

INVESTMENT.  INCOME  AND  EXPENDITURES 

Potential  Major  Sources  of  Investment 

The  potential  major  sources  of  investment  are:   (1)  the  private  business 
community  (both  corporate  and  individual);  (2)  the  U.  S.  Government; 
(3)  state  governments  (principally  Massachusetts);  (4)  municipalities; 
(5)  transportation  authorities,  (such  as  the  MBTA) ;  and  (6)  foreign 
governments  to  the  extent  permitted  by  the  B.I.E. 

The  ability  to  raise  capital  from  these  sources  rests  principally  upon 
the  direct  and  indirect  benefits  that  each  investor  would  receive.   The 
governmental  units  would  benefit  from  increased  direct  and  indirect 
taxes,  reduction  in  unemployment,  the  ultimate  ownership  of  certain 
capital  assets,  etc.   Private  individuals  and  corporations  would 
receive  their  share  of  accumulated  profits  as  well  as  the  return  of 
their  initial  capital  at  the  time  of  dissolution  of  the  private  corpora- 
tion.  The  profit  portion  of  the  distribution,  we  hope,  will  only  be 
subject  to  a  capital  gains  tax. 

Principal  Sources  of  Income 

The  principal  sources  of  income  are:   (1)  the  advance  sale  of  tickets; 
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(2)  ticket  sales  during  the  currency  of  the  Fair;  (3)  fixed  rents  and/or 
percentage  leases;  (4)  rents  from  exhibitors  (subject  to  B.I.E.  restric- 
tions); (5)  advertising  sales;  and  (6)  direct  and  indirect  income  to 
Federal,  State  and  local  governments  which  results  from  customer  spend- 
ing, expanded  employment  and  increased  private  individual  and  corporate 
profits. 

Principal  Expenditures 

Principal  expenditures  are  for:   (1)  fixed  assets  to  be  consumed  over  a 
period  of  five  years  or  more  (such  as  land  and  land  development,  build- 
ing, and  equipment,  and  transportation  facilities);  (2)  medium-term  or 
current  real  assets  to  be  consumed  during  the  period  of  from  one  to  five 
years  (such  as  automobiles,  office  equipment,  etc.);  and  (3)  short-term 
assets  to  be  consumed  within  twelve  months. 

CRITERIA  FOR  THE  EVALUATION  OF  FINANCIAL  MECHANISMS 

In  order  to  maximize  your  ability  to  raise  the  necessary  funds,  the 
following  criteria  should  be  met: 

1.  All  real  and/or  personal  property  involved  in  this  undertaking 
should  be  free  from  taxation  by  all  governmental  units  until 
such  time  as  the  assets  of  the  Fair  have  been  turned  over  to 
the  private  sector  (through  Stage  II) . 

2.  Profit,  if  earned,  should  also  remain  untaxable  until  the  assets 
have  been  turned  over  to  the  private  sector  (through  Stage  II.) 

3.  The  financial  mechanism(s)  (public  authority  and/or  private 
corporation)  should  be  exempt  from  excise  taxes  as  well  as  from 
licensing  and  like  fees. 

4.  Money  contributed  by  the  private  sector  to  a  public  authority 

should  be  gifts  qualified  to  be  written  off  for  tax  purposes 

at  the  time  given. 

5.  The  stock  in  the  private  corporation  offered  to  private  parties 
should  have  a  profit  prospect,  but  the  offer  of  such  stock 
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should  be  contingent  upon  the  investor's  having  made  a  contribu- 
tion to  the  public  authority. 

FINANCIAL  MECHANISMS 

The  following  is  the  type  of  financial  mechanism  that  we  believe  is 
required  to  accomplish  your  objectives.   However,  it  has  not  been  fully 
detailed  or  tested. 

Public  Authority 

A  public  authority  should  be  created  by  special  legislation  immediately 
after  receiving  approval  from  the  Presidential  Commission  designating 
Boston  as  the  site  for  the  Bicentennial  Celebration.   For  the  present, 
this  authority  will  be  called  the  World  Freedom  Fair  Public  Authority 
(WFFPA) . 

The  purposes  of  the  WFFPA  would  be  to: 

1.  hold  the  title  to  all  real  and/or  personal  property  acquired  for 
use  prior  to  and  during  the  Fair  until  such  time  as  it  is  turned 
over  to  the  private  sector  (i.e.,  land,  buildings,  and  similar 
permanent  assets) ; 

2.  have  the  power  to  issue  tax-exempt  bonds  for  the  purchase  of 
land  and  the  construction  of  permanent  assets;  [These  bonds 
should  be  backed  by  the  full  faith  and  credit  of  the  Common- 
wealth of  Massachusetts.   (The  cost  of  such  borrowed  money  and 
the  ability  to  raise  it  quickly  without  having  to  rely  on  its 
own  financial  strength  to  justify  the  loan  would  be  accomplished 
by  a  state  guarantee.)] 

3.  have  the  right  to  contract  with  private  and/or  public  sources 
to  build  and/or  operate  the  facilities  required  for  the  Fair; 

4.  have  the  right  to  set  up  "special  purpose"  trust  funds; 

a.    The  WFFPA  could  contract  with  MBTA  for  the  construction  of 
additional  subway  facilities,  asking  that  the  MBTA  deposit 


May  9,  1966 

-5- 

Mr.  James  I.  F.  Matthew 

1975  World  Freedom  Fair  of  Boston,  Inc. 


either  cash  or  a  bond  in  a  special  trust  fund  to  guarantee 
the  performance  within  the  stipulated  time  set  forth  in  the 
contract. 

b.  The  WFFPA  would  put  all  contributions  received  from  private 
sources  into  a  guarantee  fund  for  the  purpose  of  paying  off 
any  debt  that  might  remain  after  its  share  of  Fair  revenue 
has  been  applied  to  its  outstanding  debt.   [See  "Discontinu- 
ance of  the  WFFPA"] 

It  is  suggested  (but  subject  to  change)  that  the  contribu- 
tions from  the  private  sector  be  solicited  in  the  amount  of 
$15  million.*  The  WFFPA  would  not  return  any  unused  portion 
of  this  money  to  the  donors.   Such  contributions,  however, 
would  permit  the  donors  (particularly  corporations)  an 
immediate  tax  recovery  during  the  year  of  contribution. 

c.  Other  special  trust  funds  shall  be  opened  whenever  money  is 
advanced  either  by  private  or  governmental  sources  for 
special  purposes.   It  would  be  the  duty  of  the  Board  of  the 
WFFPA  to  ensure  that  such  funds  are  properly  used. 

The  WFFPA  would  not  operate  the  Fair  or  employ  an  operating  staff.   It 
is  suggested  that  the  WFFPA  be  managed  by  five  individuals  (who  will 
constitute  its  Board  of  Directors)  to  act  on  anything  that  commits 
either  the  assets  or  the  credit  of  the  WFFPA.   It  is  possible  that  it 
might  have  one  professional  employee  as  well  as  secretarial  assistance. 

Private  Corporation 

At  this  time  we  are  proceeding  under  the  assumption  that  the  1975  World 
Freedom  Fair  of  Boston,  Inc.,  (WFFB)  will  be  the  private  corporation  as 
described  herein.   Consideration  should  be  given  to  the  possibility  that 
such  corporation  might  come  under  the  special  statutes  applying  to 
limited-return  companies;  i.e.,  where  earnings  do  not  exceed  6%  per  annum 
on  invested  assets.   (However,  I  am  not  yet  sure  whether  this  statute 
can  or  should  be  utilized).   If  not,  then  there  will  be  a  private 

*   See  page  7. 
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corporation  without  restriction. 

The  WFFB  would  recruit  a  permanent  staff  to  perform  the  following   - 
functions : 

1.  supply  the  operating  personnel  and  services  required  by  the  WFFPA; 

2.  provide  the  staff  required  to  promote  and  operate  the  Fair  and 
liquidate  it  after  its  close; 

3.  negotiate  all  contracts,  make  all  arrangements,  leases,  etc., 
pertaining  to  the  Fair  both  before  its  operation  and  afterward; 

4.  sell  its  stock  to  private  parties  (corporate  and  individual)  in 
New  England  (contingent  upon  a  contribution  to  the  WFFPA)  in 
the  amount  of  $5  million.* 

5.  negotiate  a  contract  with  the  WFFPA  to  divide  between  the  two 
entities  all  revenue  received  from  any  sources  as  a  result  of 
the  operations  or  activities  of  the  Fair.   The  revenue  to  be 
divided  as  follows: 

a.  all  salaries  and  expenses  of  the  WFFB  would  be  paid  first, 
including  salaries  to  employees  hired  only  for  the  actual 
operation  of  the  Fair.   Expenses  incurred  by  WFFB  prior  to 
the  Fair's  opening  would  be  paid  out  of  the  interest  on  its 
$5  million  capitalization,  or,  if  necessary,  the  capital 
itself.   [For  the  purposes  of  this  letter,  it  is  assumed  that 
the  Fair  opens  when  the  first  revenue  is  received  (e.g., 
advance  ticket  sale).] 

b.  out  of  the  remaining  revenue  (if  any) ,  sufficient  money 
would  be  paid  to  WFFPA  to  defray  its  interest  expenses  on 
issued  debt  as  well  as  amortization  payments  to  retire  debt. 

c.  the  remaining  revenue  (if  any)  would  be  retained  by  the 
WFFB  to  offset  its  expenditures  prior  to  the  opening  of 
the  Fair. 

*   See  page  7. 


May  9,  1966 
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Mr.  James  I.  F.  Matthew 
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POST-FAIR  PERIOD 

Discontinuance  of  the  WFFPA 

At  the  conclusion  of  the  Fair  the  WFFPA  should  proceed  to  liquidate  its 
outstanding  debt  as  rapidly  as  possible  from  its  share  of  the  revenue 
from  the  Fair's  operation,  and  if  necessary  from  the  $15  million* 
guarantee  fund.   The  WFFPA  should  then  convey  (as  previously  contracted) 
to  the  WFFB  all  of  its  remaining  assets  with  the  stipulation  that  if 
the  WFFPA  still  has  outstanding  debt,  the  WFFB  would  pay  to  the  WFFPA 
at  the  time  of  the  transfer  sufficient  money  to  retire  the  remaining 
bonds.   At  that  time  the  WFFPA  would  be  discontinued. 

Dissolution  of  the  WFFB 

The  WFFB  will  now  possess  (1)  all  of  the  real  and  personal  assets;  (2) 
whatever  money  might  remain  from  the  $5  million*  stock  issue;  (3)  any 
unexpended  revenue  received  during  the  Fair,  less  any  mortgages  that 
might  have  been  incurred  in  order  to  give  the  WFFPA  sufficient  money  to 
retire  its  outstanding  bonds. 

The  WFFB  would  then  proceed  to  develop  the  assets  for  permanent  use. 
It  would  do  so  by  directly  operating  the  property  or  by  spinning  it 
off  into  one  or  more  wholly-owned  subsidiaries.   These  subsidiaries 
would  be  individually  capitalized  and  should  be  sold  to  the  private 
sector  as  soon  as  possible.   Upon  completion  of  this  program,  the  WFFB 
itself  should  be  dissolved  and  its  money  and/or  stock  holdings  dis- 
tributed directly  to  its  stockholders.   It  is  contemplated  that  any 
profit  included  in  such  liquidation  would  be  taxed  on  a  capital  gains 
basis.   The  amount  of  profit  received  might  be  sufficient  to  enable 
the  stockholders  to  realize  an  overall  after-tax  return  greater  than 
their  net  contribution  to  the  project. 


*  The  amount  of  capital  investment,  the  amount  of  contributions 
solicited  by  the  public  corporation,  and  the  l-to-3  ratio  used  are 
arbitrary  figures  which  may  later  be  modified.  However,  the  l-to-3 
ratio  represents  the  minimum  ratio  that  should  be  used,  if  this 
method  of  financing  is  pursued. 


1975  bicehtewn:al  celebration 

SOURCES   AND    tSES    OF   FIINnq 


INVESTMEN  T  S 


INVESTMENTS 


Private    (Indiv   &   corp>    conLributions    to. guarantee    fun<j 


Proceeds   from  state-guaranteed 
tax-exempt    bonds 


Special   purpose    funds    (&g.;    MBTA) 


Availability   &   use   of   resources   of   WFFPA 


Line   of   credit    from   comme 
cial  banks 


Special    &   general    pur 
pose    funds    from  US   Govt 


Interest  from  unexpended  special  dt:Posit:s_ 
Interest    from  unexpended   special   purpose    fun^^^ 


World   Freedom   Fair 
Public   Authority 

created   by    legislative 

Act 

tax-exempt  mechanism 


^  Share  of  income  from  Fair  revenue 
Operation  t.   staff  cost?  for  both  paid  by  WFF^ 


Net  assets  after  alt  cebt  paid  (post-Fair) 


Capital  stock  sold  to  private  sector 
($5  million  est.) 


Construction;  architecture 


Amortization  payments  on  debt 


Transportation  &  related  facilities 


capital  stock  {?  $10  P^' 

authorized:  1,000,000 

issued:    500.000 


Return  of  unused  special  purpose  money 


Admission  charges 

Rentals  it   percentage  leases 
Fees  from  advertisers 

Interest  on  unexpended  money 
Misce  1  laneous 

Salaries  to  Fair  employees 


Planning  costs;  legal  &  accounting 
services 


Contracts 


6t    leases   with    particlpants^g^ 


EXPENDITURES 


2019      55 


EXP  ENDITURES 


jHarborJslands^ 


Kecommendations , 


CAMBRIDGE  •  WASHINGTON  •  EDINBURGH  •  CHICAGO 
SANTA  MONICA  •  MEXICO  CITY  •  LONDON  •  ZURICH 
BRUSSELS  •  SAN  FRANCISCO  •  NEW  YORK  •  TORONTO 


